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On  Methods  of  Insuring  Abstainers, 


1.  What  are  known  as  “Class”  Life  Offices,  although 
not  among  the  largest  of  British  Life  Assurance  Institutions  at 
the  present  time,  are  certainly  among  the  strongest  financially, 
and  offer  to  persons  privileged  to  join  them  very  great 
attractions  not  only  on  account  of  the  Bonuses  they  have 
declared,  but  also  for  the  strength  of  their^reserves,  their 
economy  in  management,  and  their  future  prospects  of 
Bonus.  Certain  of  such  offices  at  present  exist,  nominally  for 
a particular  profession,  for  a certain  religious  denomination,  or 
for  persons  of  a certain  social  status ; but  they  now  interpret 
their  limitations  so  liberally  that  without  going  so  far  as  to 
say  that  most  people  are  eligible  to  join  them,  it  appears  to  the 
writer  that  a fair  proportion  of  their  assured  cannot  be  expected 
to  exhibit  the  characteristics  of  the  mortality  of  the  special 
class  for  which  the  offices  were  respectively  established.  There 
are  doubtless  good  reasons  for  this,  which  their  managements 
are  best  able  to  appreciate.  Each  of  these  offices  appeals  to  a 
special  class  of  the  community  which  is  believed  to  enjoy  a 
high  rate  of  vitality  ; and  the  general  body  of  its  assured  gets 
the  benefit  by  way  of  Bonus  equally  with  those  among  them 
who  are  strictly  members  of  that  class.  It  should  also  be 
mentioned  that  some  of  these  offices  have  investigated  and 
published  their  mortality  experience,  giving  very  valuable  and 
complete  statistical  information  fully  confirming  the  principles 
upon  which  they  were  founded. 

2.  But  among  all  “ Class  ” Offices  I think  it  may  be  said 
that  only  those  specially  insuring  Abstainers  or  Teetotallers 
have  attempted  to  rigidly  reserve  the  benefit  of  Class  Life 
Assurance  for  those  only  who  come  within  certain  strict  and 
well-defined  limits ; these  benefits  being  either  in  the  form  of 
a reduced  premium  or  an  increased  Bonus.  Those  of  their 
members  who  do  not  come  within  these  limits  are  relegated  to 
the  “ General  ” class,  as  distinct  from  the  “ Abstainers”  class. 


and  the  Mortality  Experience 

Class . 
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3.  Total  abstinence,  though  doubtless  of  great  antiquity, 
did  not  assume  the  proportions  of  a great  social  reform  until 
about  the  beginning  of  the  fourth  decade  of  the  nineteenth 
century.  From  that  point  of  time  the  cause  was  so  zealously 
and  so  successfully  advocated  that  in  less  than  ten  years  its 
adherents  had  become  a powerful  and  numerous  body.  As 
persons  of  provident  habits,  their  attention  naturally  turned  to 
Life  Assurance,  and  being  convinced  that  their  mode  of  life 
tended  to  health,  and  consequently  to  longevity,  they  thought 
they  should  have  special  advantages.  It  has  been  stated  that 
so  far  from  being  at  that  time  favourably  regarded  by  the 
existing  Life  Offices  some  of  their  number  were  charged 
extra  premiums  or  even  declined  because  they  were 
abstainers.  I cannot  vouch  for  these  statements,  but  they 
are  worthy  of  mention  as  indicating  the  doubt  and  suspicion 
with  which  the  movement  was  then  regarded  by  those  who 
should  have  been  better  informed.  These  considerations  led 
to  the  formation  in  1840  of  the  United  Kingdom  Temperance 
and  General  Provident  Institution  under  the  name  of  the 
United  Kingdom  Total  Abstinence  Life  Association  (which 
title  was  altered  about  a year  later  to  the  Temperance  Pro- 
vident Institution)  for  the  mutual  assurance  of  the  lives  of 
Total  Abstainers  only.  The  premiums  were  somewhat  lower 
than  those  now  charged  and  were  not  intended  to  yield  any 
substantial  profit.  In  1849  Non- Abstainers  were  admitted, 
and  the  present  title  and  scale  of  premiums  were  adopted 
about  1851.  This  Institution  has  now,  65  years  after  its 
foundation,  funds  amounting  to  more  than  ^£8, 200, 000  and  an 
annual  income  of  more  than  ^820,000.  It  has  paid  over 
^9,000,000  in  Claims,  and  during  the  year  1905  3,371  new 
Policies  were  issued  assuring  over  £\, 321, 000.  Considerably 
more  than  half  these  figures  apply  to  Assurances  on  lives  of 
Abstainers.  During  the  last  25  years  two  other  Offices  have 
been  established  specially  for  assuring  Abstainers’  lives,  and 
several  existing  Offices  have  opened  Abstainers’  sections.  It 
is  therefore  evident  that  a large  and  increasing  number  of 
Assurances  is  being  issued  on  these  lives  by  British  Life 
Offices. 
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THE  COMPARATIVE  MORTALITY  OF 
ABSTAINERS  AND  NON-ABSTAINERS 


4.  Some  few  years  back  the  writer  was  requested  by  the 
Directors  of  the  United  Kingdom  Temperance  and  General 
Provident  Institution  to  continue,  and  complete  to  the  end  of 
the  year  1901,  the  investigation  made,  nearly  twenty  years 
previously  by  Mr.  R.  P.  Hardy  (with  the  writer’s  assistance), 
into  the  mortality  arising  among  the  Members  of  that 
Institution  to  the  end  of  the  year  1882,  with  special  reference 
to  the  relative  mortality  of  Total  Abstainers  from  alcoholic 
beverages  and  Non- Abstainers. 

The  results  were,  by  the  permission  of  the  Directors, 
embodied  in  a paper  read  before  the  Institute  of  Actuaries 
(London),  on  30th  November,  1903, 

They  were  also  dealt  with  in  a paper,  entitled  “ Alcoholic 
Beverages  and  Longevity,”  contributed  by  Sir  Thomas 
Whittaker,  M.P.  (Chairman  of  the  Institution),  to  The 
Contemporary  Review  (London),  March,  1904.  The  latter 
paper  includes  all  available  statistics  bearing  upon  the  question 
and  deals  with  the  subject  exhaustively. 

The  results  brought  out  in  my  paper  are  summarised 
below,  so  far  as  they  relate  to  Whole  Life  Policies  on  Male 
Lives. 

Mortality  of  the  Non-Abstainers. 
(Whole-Life,  Healthy  Males.) 

5.  There  were  31,776  of  these  passing  through  466,942 
years  of  life.  Of  these  8,947  died.  Their  complete  experience 
is  shown  in  Table  I.  It  will  be  seen  that  the  Mortality  among 
the  Non-Abstainers  in  the  Institution  during  the  younger  ages 
(say  to  age  34)  was  in  excess  of  the  Om,  but  the  data  here  are 
small,  as  must  necessarily  be  the  case  at  the  extremes  of  life. 
In  the  full  experience  of  the  Institute  of  Actuaries,  on  which 
the  Om  Table  is  based,  the  unadjusted  rates  of  mortality  at 
the  younger  ages  are  very  irregular.  For  all  the  higher 
ages,  and  throughout  the  more  important  part  of  the  Mortality 
Table,  it  shows  a remarkable  agreement  with  the  Om  rate* 
Taking  the  Expected  Deaths  according  to  the  0M  Table 
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(obtained  by  multiplying  the  actual  exposures  by  the  0M  rate 
of  Mortality — a method  which,  if  not  theoretically  correct,  will 
serve  our  purpose)  we  find  the  total  from  age  35  upwards  to  be 
8,414,  the  actual  deaths  being  8,377,  a difference  of  less  than 
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one-half  per  cent.,  while  for  some  of  the  individual  quinary 
groups  of  ages  the  numbers  are  identical.  It  will  be  fair, 
therefore,  to  assume  the  Om  as  a standard  representing  the 
Mortality  in  the  Institution  of  Healthy  Males  who  are  not 
Abstainers. 


Mortality  of  the  Abstainers. 
(Whole-Life,  Healthy  Males.) 

6.  We  have  29,094  Whole-Life  Policies  passing  through 
398,010  years  of  life.  Of  these  5,124  died.  Their  complete 
experience  is  shown  in  Table  II.  We  see  that  for  ages  below 
20  the  mortality  is  considerably  above  the  Om  standard,  and 
for  the  quinary  groups  of  ages  20-24  it  is  also  distinctly 
higher  than  the  Om.  But  for  ages  25  and  onwards  up  to  age 
74  the  results  are  much  in  favour  of  the  Abstainers.  This 
advantage  increases  up  to  the  group  of  ages  40-44,  when  it 
is  at  its  maximum,  being  under  55  per  cent,  of  the  0M  rate. 
After  that  age  the  rate  very  slowly  approximates  to  the 
standard,  being  71|  per  cent,  at  ages  55-59  and  85  per  cent, 
at  the  ages  70-74.  For  the  group  75-79  the  Abstainers’  rate 
is  in  excess  of  the  0M,  but  for  the  remainder  of  life  it  is 
distinctly  below.  In  general  terms  we  may  say  that  the 
feature  of  the  Abstainers’  Mortality  is  a great  saving  after 
early  manhood  throughout  all  the  working  years  of  life  ; which 
saving  increases  up  to  middle  age,  and  gradually  rises  to  the 
normal  rate  of  healthy  life  as  old  age  is  reached  at,  say,  ages 
70  or  75. 

For  the  group  of  ages  74-79  the  rate,  as  already  pointed 
out,  is  well  above  the  standard  ; and  this  peculiarity  is  exhibited, 
to  a greater  or  less  degree,  in  all  classes  of  Policies.  This 
would  be  consistent  with  a general  deferment  of  Mortality 
consequent  on  a prolongation  of  the  working  years  of  life. 
The  additional  deaths  that  would  have  taken  place  between 
the  ages  of,  say,  25  and  75,  if  the  normal  rate  of  Mortality 
had  prevailed  between  those  years,  are  postponed  to  appear 
after  the  latter  age.  And  it  is  evident  that  in  the  five  years 
immediately  following  that  age,  namely,  during  ages  75-79, 
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an  undue  proportion  of  these  lives  have  fallen  in.  But  under 
normal  conditions,  i.e.,  if  the  Om  rate  had  prevailed  throughout, 
they  would  have  died  earlier.  It  will  be  seen  that  the 
expected  deaths  by  the  Om  Table  at  ages  75-79  were  474,  the 
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actual  being  505.  But  if  we  take  all  ages  over  74  to  the  end 
of  life,  the  expected  deaths  were  792,  the  actual  being  790. 

In  regard  to  the  younger  ages  below  25,  we  have  already 
seen  in  paragraph  (5)  that  the  experience  of  the  Non- 
Abstainers  has  also  been  unfavourable.  So  far  we  have 
compared  the  Abstainers’  experience  with  the  Om  standard. 
Column  (9)  of  Table  II.  give  as  comparison  of  the  Abstainers’ 
experience  with  that  of  the  Non- Abstainers  actually;  and 
although  for  ages  below  19  the  Non-Abstainers  show  a 
superiority,  yet  for  the  group  of  ages  20-24  the  Abstainers 
have  the  advantage.  Briefly,  we  may  say  that  although  the 
Abstainers’  results  below  age  25  are  inferior  to  the  0M 
standard,  they  are,  however,  better  than  those  of  the  Non- 
Abstainers.  For  the  remaining  years  of  life  the  ratios  are 
much  the  same  as  in  the  Om  comparison. 

7.  Space  does  not  admit  of  my  including  here  the  figures 
showing  the  experience  under  Endowment  Assurances, 
Female  Lives,  and  other  classes  into  which  the  Institution’s 
business  is  divided.  Suffice  it  to  say  that  these  results  agreed 
with  those  under  the  Whole  Life  Policies  on  Male  Lives. 

The  effect  of  Transfers  of  persons  who  had  ceased  to  be 
Abstainers  into  the  Non-Abstainers’  Section  and  vice  versa  was 
also  examined. 

8.  It  was  submitted  that  the  data  put  forward,  and  the 
results  deduced  therefrom,  proved  : — 

Firstly:  That  the  Non- Abstainers  assured  in  the  Institu- 
tion are  good  average  lives,  generally  equal  to  the 
best  accepted  standard  of  assured  life,  namely,  the 
0M  Table. 

Secondly  : That  the  Abstainers  show  a marked  superiority 
to  the  Non-Abstainers  through  the  entire  working 
years  of  life,  for  every  class  of  Policy,  and  for  both 
sexes,  however  tested. 

Thirdly : That  this  superiority  has  not  been  brought 
about  by  the  operation  of  the  “Transfers”  between 
the  two  sections. 


9.  The  practical  questions  arising  in  connection  with  the 
assurance  of  Abstainers  are  : — 

1.  Who  are  eligible  for  assurance  as  Abstainers  ?j 

2.  What  measures  are  taken  to  insure  their  continuing  to 

abstain  during  the  term  of  the  Policy,  and  how  should 
those  ceasing  to  abstain  be  dealt  with  ? 

3.  What  form  should  the  advantage  arising  from  absti- 

nence take  ? 

It  must  be  understood  that  an  Abstainer  is  one  who  does  not 
take  alcohol  in  any  form  as  a beverage.  He  may,  however, 
be  permitted  to  take  it  in  connection  with  a religious  ordinance ; 
and,  if  acting  under  medical  advice  and  ' temporarily,  he  may 
take  it  strictly  as  a medicine.  Some  Offices  stipulate  that  a 
person  must  have  been  an  abstainer  for  at  least  a year  before 
he  can  be  eligible  for  their  Abstainers’  Section,  which  condition 
appears  to  be  a sound  and  reasonable  one. 

As  evidence  of  his  continued  abstinence  every  person  insured 
in  the  Abstainers’  Section  should  be  required  to  make 
periodical  declarations  to  that  effect.  If  he  cannot  do  this  he 
naturally  forfeits  the  advantage  of  the  Abstainers’  Section. 
This  should  not  however  apply  to  Bonuses  actually  declared, 
or,  if  he  has  taken  his  advantage  in  the  form  of  a lower  premium, 
he  should  not  be  called  upon  to  pay  the  past  difference  of 
premium.  One  Office  actually  voids  the  Policy  in  the  event 
of  the  assured  ceasing  to  abstain  ; giving,  under  certain  con- 
ditions, a paid  up  Policy,  or  a Cash  Surrender  Value. 

10.  Most  offices  give  abstainers  their  advantage  in  the  form 
of  a special  increased  bonus.  This  bonus  may  either  arise 
from  the  operation  of  a separate  Life  Fund  for  Abstainers, 
the  surplus  being  ascertained  by  a separate  valuation  of  the 
Abstainers’  Policies — possibly  on  a special  valuation  basis. 
But  the  more  common,  and  in  my  view  the  better  plan  of 
dealing  with  the  question,  is,  having  ascertained  the  general 
rate  of  bonus  for  the  whole  office,  to  calculate  what  further 
profit  the  Abstainers  are  entitled  to  as  arising  from  their 
superior  vitality.  A light  or  deferred  mortality  is  of  course 
only  one  source  of  profit ; the  surplus  arising  from  excess 
of  interest  or  margins  of  premium  being  generally  the  same 
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for  non-abstainers  as  for  abstainers.  Certainly  if  separate 
funds  be  kept  the  results  may  be  affected  by  many  circum- 
stances ; for  instance,  a preponderance  of  a particular  kind 
of  policy,  such  as  short  term  Endowment  Assurances,  among 
abstainers.  This  class  of  policy  is  but  little  influenced  by 
mortality,  and  would  generally  be  less  likely  to  lapse.  A 
certain  amount  of  profit  would  thus  be  lost.  Again  abstainers 
appear  to  assure  at  a younger  average  age,  and,  being  a 
thrifty  body,  possibly  do  not  borrow  freely  on  their  policies, 
or  surrender  or  lapse  them  often.  All  these  elements  must 
affect  the  general  rate  of  profit,  and  may  account  for  less 
favourable  results  to  abstainers  which  have  been  occasionally 
observed  in  some  British  colonies.  Among  those  British 
offices  who  have  Abstainers’  Sections,  the  bonuses  allotted  to 
abstainers  have,  I believe,  always  been  superior  to  those 
allotted  to  non-abstainers. 

11.  It  would  not  be  desirable  to  tabulate  these  results  in 
such  a way  as  to  suggest  comparisons  between  various 
offices,  but  it  may  be  permissible  to  state  the  Reversionary 
Bonuses  for  five  years  on  Whole  Life  Policies  of  £1,000 
declared  this  year  by  the  Life  Office  doing  the  largest 
business  on  Abstainers’  lives  : — 


Years  in  force 

5 

10 

15 

20 

Bonus  to 

£ <■.  d. 

£ s.  d. 

£ s-  d- 

# '£  s.  d. 

Abstainers  ... 

105  0 0 

115  10  0 

127  0 0 

142  0 0 

Bonus  to  Non- 

Abstainers  ... 

87  10  0 

95  0 0 

102  10  0 

111  0 0 

It  will  be  seen  that  the  first  quinquennial  Bonus  is 
20  per  cent,  higher  to  the  Abstainers  than  to  the  Non- 
abstainers and  that  this  rate  of  difference  increases  as  the 
Policies  get  older  by  reason  of  the  Compound  system  of  Bonus. 

4 12.  Some  Offices  give  the  Abstainers  their  benefit  in  the  form 

of  a lower  rate  of  premium.  One  Office  charges  a premium 
for  Abstainers  10  per  cent,  less  than  for  Non-abstainers. 

* Another  charges  to  Abstainers  as  a participating  premium 

about  the  average  rate  charged  by  Life  Offices  for  a 
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non-participating  Policy.  But  it  appears  to  the  writer  to  be  a 
better  plan  to  allow  the  Bonus  to  be  the  vehicle  of  the 
additional  profit.  A premium  that  is  not  a fixed  amount  is 
always  troublesome  to  deal  with. 

13.  Taking  an  annual  premium  based  upon  Carlisle 
mortality  and  3 per  cent,  interest  with  25  per  cent,  loading 
as  a fair  average,  it  may  be  interesting  to  compare  with  it 
a similarly  loaded  premium  based  upon  Abstainers’  mortality 
experience. 


Age. 

Annual 

Premium  per  £100,  Loaded  25  per  cent. 

Carlisle  Mortality. 

Abstainers’  Mortality. 

£ 

s. 

d. 

£ 

.T. 

d. 

15 

l 

13 

3 

l 

4 

6 

20 

l 

17 

4 

1 

7 

9 

25 

2 

2 

7 

1 

11 

8 

3° 

2 

8 

10 

l 

16 

11 

35 

2 

15 

7 

2 

3 

10 

40 

3 

4 

11 

2 

13 

1 

45 

3 

15 

5 

3 

5 

5 

50 

4 

10 

6 

4 

1 

10 

Valuations  and  Distribution  of  Surplus. 

14.  As  has  been  shown  investigations  prove  that  the 
rate  of  Mortality  among  assured  Abstainers  is  distinct 
in  character  and  light  when  compared  with  the  standard 
Tables  of  assured  lives.  It  is  desirable,  therefore,  to  ascertain 
whether  the  reserve  brought  out  by  a valuation  of  Assurances 
on  Abstainers’  lives  by  a standard  mortality  table  is  suitable 
and  sufficient.  Care  must  also  be  taken  in  allotting  the  Cash 
Surplus  as  Reversionary  Bonus  or  Reduction  of  Premium. 

15.  The  following  is  a statement  of  Whole  Life  Policies 
in  force  at  a valuation  date  in  an  Abstainers’  Section  in 
quinary  groups  of  attained  ages.  The  net  premiums  are 
shown  on  the  Institute  of  Actuaries  Om  Table  and  also  on 
a Table  of  Abstainers’  Mortality,  which  I call  TM  (Tem- 
perance Males) ; Interest  2^  per  cent. 
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TABLE  III. 

Classification  of  Whole-Life  Assurances  on  the  Lives  of  Abstainers. 


At  the  foot  of  each  column  are  shown  the  sums  of  the 
present  values  of  the  various  items  on  the  Om  and  0Ms  com- 
bined Tables  and  on  the  TM  Table  respectively  : — 
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Om  and  0MS  TM 

Value  of  Sums  Assured £3,256,969  £3,103,084 

,,  Reversionary  Bonuses...  656,171  638,477 

,,  Reduction  of  Premiums  112,133  118,631 


4,025,273  3,860,192 

Value  of  Net  Premiums (0M)  1,950,953  (TM)  1,803,309 

Reserve  £2,074,320  £2,056,883 


16.  It  will  be  seen  that  the  difference  between  the  two 
Reserves  is  £17,437,  an  excess  of  less  than  8^  per  thousand 
on  the  TM  Reserve.  We  see,  therefore,  that  on  the  assump- 
tion of  the  TM  rate  of  Mortality  on  the  future  not  only  is 
the  standard  Om  and  0Ms  Reserve  sufficient  but  it  is  approxi- 
mately correct.  As  the  values  of  Ax  on  the  TM  Table  are 
smaller  than  on  the  0Ms,  it  will  be  quite  safe  to  convert 
the  appropriation  of  surplus  into  Reversionary  Bonus  by 
dividing  by  that  function  on  the  0Ms  Table  in  the  ordinary 
way ; but,  on  the  other  hand,  conversions  into  Reduction 
of  Premium  by  the  function  ax  will,  of  course,  be  overstated 
if  the  0Ms  Table  be  used. 

17.  The  following  may  be  of  interest.  Let  us  assume 
the  business  we  have  just  been  dealing  with  to  be  a closed 
series,  and  that  Policies  will  terminate  by  Death  only,  i.e., 
that  none  will  be  lapsed  or  surrendered,  that  the  future 
working  expenses  be  5 per  cent,  of  the  Office  Premiums, 
and  that  2J  per  cent,  interest  be  yielded  by  the  Funds,  then 


we  have : 

Mortality  Mortality 

Om  and  Oms  TM 

Value  of  Office  Premiums £2,441,348  £2,616,676 

,,  Net  Premiums  ...  ...  (0M)  1,950,953  (TM)  1,803,309 

,,  Loadings 490,395  813,367 

Less  for  Expenses — 5 per  cent,  of 
Office  Premiums 122,067  130,834 

Present  Value  of  Future  Profit  ...  £368,328  £682,533 


If  0M  and  0Ms  Mortality  be  realised  in  the  future  the  present 


r 
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value  of  the  future  profit  is  £368,328,  but  if  TM  Mortality 
only  be  experienced — the  other  elements,  interest  and  expenses 
remaining  the  same — then  the  present  value  of  future  profit 
will  be  £682,533 — nearly  double. 

18.  In  conclusion  I venture  to  submit : — 

1.  That  the  Mortality  Experience  of  assured  Abstainers 

is  of  a distinct  character  and  shows  a rate  of 
vitality  much  above  that  of  the  Standard  Tables  of 
assured  lives. 

2.  That  consequently  Abstainers  are  entitled  to  be 

specially  and  separately  dealt  with  for  Life  Assurance 
purposes. 

3.  That  the  experience  of  British  Life  Assurance  Offices 

who  have  so  dealt  with  Abstainers  shows  that  such  a 
course  is  practicable  and  can  be  successfully  carried 
out. 


15 


